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COVPLY WTH THE NEW LI CENSI NG REQUI REMENTS OF THE COCEAN
SHI PPI NG REFORM ACT OF 1998

CRDER

This proceeding was initiated by an Order to Show Cause
issued to 81 conpanies. The Oder required the conmpanies to show
why the Conm ssion should not revoke their ocean transportation
intermediary licenses or provisional |icenses, and issue a cease
and desi st or der barring them from operating as ocean
transportation internediaries ("OTIs”) in the United States foreign
trades. The Conmi ssion issued the Order because it found that the
OTIs had not conplied with the requirements of the Shipping Act of
1984, 46 U. S.C. app. §§8 1701, et seg., as anmended by the Ccean
Shipping Reform Act of 1998, Pub. L. 105-258, 112 Stat. 1902
(“OSRA").

The COSRA requirenents are codified at sections 8 and 19 of the
Shipping Act, 46 U S.C. app. §§ 1707 and 1718, and 46 CFR Parts 515
and 520.

The events that gave rise to this proceeding are briefly as



fol | ows:

Effective May 1, 1999, the OTl was created as part of the OSRA
r ef or ms. The term “OTI” is defined to include both ocean freight
forwarders and non-vessel -operating conmon carriers (“NVOCCs”). As
part of the OSRA amendments, NVOCCs operating in the United States
nmust obtain a |icense. They nmust also file proof wth the
Conmi ssion that they have increased their financial responsibility
from $50,000 to $75,000 (plus $10,000 for each wunincorporated
branch office) in accordance with the new regulations, and a Form
FMC-1 indicating the location of their tariffs which they nust
publish in an electronically accessible automated tariff system

Freight forwarders' obligations were also affected by the
enactnent of OSRA. Although they continue to maintain their
existing licenses, they are now required to increase the anount of
their financial responsibility on file from $30,000 to $50, 000
(plus $10,000 for each unincorporated branch office) and file proof
of the increase with the Comm ssion.

After the OSRA changes took effect, Comm ssion staff undertook
various actions to inform and advise all 0OTIs of the new
requirements and to encourage them to conply wth those
requi rements pronptly and voluntarily. They notified all OTIs
af fected by the OSRA requirenents of the changes on April 1999. By
May 2000, approximately 200 entities remained in default of the

OSRA requirenents, and after the Conm ssion's Bureau of Consuner
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Conplaints and Licensing ("BCCL") notified those entities that
formal proceedings could be instituted against them the majority
achi eved conpliance. However, 81 entities did not, and on Decenber
7, 2000, the Conmission issued the Oder to Show Cause, serving
those entities in default through certified mail, return receipt
request ed.

The Order identified, in Schedule A the freight forwarders
which had not yet increased their financial responsibility under
the Comm ssion's inplenenting regulations; in Schedule B, the
NvVOCCs whi ch had not yet applied for an OTl |icense, provided proof
of increased financial responsibility, or filed a Form FMC-1; in
Schedule C, 0TIs which had failed to neet both the new freight
forwarder and NVOCC requirements;' and in Schedule D, a single
forei gn-dom cil ed NVOCC which had failed to increase the anmount of
its financial responsibility on file from $50,000 to $150, 000. The
Oder also invited persons having an interest and desire to
intervene in the proceeding to file a petition for l|eave to
intervene, but no petitions were received.

Foll ow ng the issuance of the Oder to Show Cause, 22 OTIs

contacted the Conmission and have now conplied wth OSRA

'An Ol may hold a single license allowing it to operate as
both a freight forwarder and an NVOCC, provided it satisfies the
requirements for both types of entities.
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requirements, while 4 OTIs cancelled their bonds.* Although the 55
remai ning OTIs ("Respondents") were adequately served with the
Order to Show Cause, they did not file any response to the Oder
and are still not in conpliance with OSRA

BCE filed a menorandum of |aw supported by a declaration with

docunentary exhibits.

BCE' S ARGUMENTS

In its nmenorandum of |aw, BOE states that the O der to Show
Cause accurately described Respondents' obligations under OSRA and
the penalties attaching to nonconpliance with those obligations.
Further, BOE argues that the Comm ssion was justified in demandi ng
t hat Respondents show why their |icenses and provisional |icenses
shoul d not be revoked and they should not be ordered to cease and
desist from operating as OTIs in the US. foreign trades. BOE
contends that because Respondents had anple notice of their default
status and were served with the Order to Show Cause yet failed to
neet their burden under the Order, the Comm ssion should find that
Respondents do not contest that they lack the prerequisites

required to be an OIl. BCE provides a nunber of cases as authority

*The OTIs that have now conplied with OSRA requirenents are
listed under Appendix 1 of this Oder, while those that have
cancel l ed their bonds are |isted under Appendix 2.



for this request.?®

BCE also argues that the Conm ssion has authority to cance
tariffs or apply other sunmmary neasures to address nonconpliance
with statutory mandates by regulated parties, and that failure to
follow through wth the requested sanctions would permt
Respondents to operate in violation of the Shipping Act.

BCE also points out that the Comm ssion has concluded in
simlar situations that inportant public policy warrants pronpt
action to cancel public tariffs and to prevent entities from
inmproperly or wunlawfully holding thenselves out as providing
services in the transportation industry. BCE further argues that
such justifications apply with even greater force where, as here,
the entities'" failure to conply with the statute places the
shi pping public at financial risk.

Finally, BCE requests that the Comm ssion authorize BCCL to
issue new licenses to the 0OTIs that have conplied with the new

requirenments.

DI SCUSSI ON

Respondents have not participated in this proceeding although

’BOE cites to Capitol Transportation Inc. v. United States,
612 F.2d 1312, 1317-1319 (1st Gr. 1979); Adair v. Penn-Nordic
Lines, 26 SRR 11, 15 (I1.D., 1991); Al abama Power Co. v. FPC 511
F.2d 383, 391 (D.C. Cir. 1974); and, Commonwealth of Puerto Rico v.
FMC, 468 F.2d 872, 880 (D.C. Gr. 1972) (all holding that a party in
a formal proceeding with information relevant to that proceeding
nmust provide the information or be penalized for failure to do so).
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they received adequate notice of the Order to Show Cause and the
schedul es established under the Oder, nor have they nmade any
effort to contest the determnation that they have not conplied
with the OSRA requirenents. In keeping wth precedence,
therefore,* the Conm ssion finds that Respondents did not neet
their burden under the Order to Show Cause. Consequently, the
Conm ssion hereby revokes Respondents' |icenses or provisional
licenses and orders Respondents to cease and desist from operating
as OTIs in the foreign trades of the United States.

Section 8 of the Shipping Act nmandates that all comon
carriers make their tariffs publicly available in an electronically
accessible automated tariff system Also, all entities are
forbidden to act as OTIs in the U 'S, under section 19 of the
Shipping Act, unless they obtain a Comm ssion-issued |icense. All
nmust provide a bond, proof of insurance or other surety in a form
and amount determined by the Conmssion to ensure financial
responsibility. Under the Commi ssion's regulations inplenenting
these provisions, all freight forwarders nust file proof that they
have increased their financial responsibility, from $30,000 to
$50, 000 (plus $10,000 for each unincorporated branch office), and

NvOoCCs must file proof that they have increased their financial

‘See, e.q., Adair v. Penn-Nordic Lines, supra, (stating that
a party with control over information that would resolve a disputed
issue may be required to produce it or suffer an unfavorable
inference for failure to do so).
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responsibility from $50,000 to $75,000 (plus $10,000 for each
uni ncorporated branch office).

The docunents and declarations submtted by BCE establish that
Respondents have not conplied with the above requirenents despite
repeat ed warni ngs and encour agenent from Conm ssion staff to do so.
Respondents had adequate notice of their obligations and the
opportunity to fulfill those obligations. In light of these
factors, it 1is appropriate for the Conmmission to inpose the
enunerated sanctions based on section 19(c) of the Shipping Act,
whi ch states:

The Conmission shall, after notice and hearing, suspend

or revoke a license if it finds that the ocean

transportation internmediary is not qualified to render

intermediary services or that it wllfully failed to
conmply with a provision of this Act or with a |awful
order, rule, or regulation of the Conmm ssion. The

Conmmi ssion nmay al so revoke an internediary's |icense for

failure to maintain a bond, proof of insurance, or other

surety in accordance with [the Act].

It is also inportant that the Conmm ssion inpose sanctions to
avoid potential financial harm to nenbers of the shipping public
who deal with Respondents. Since Respondents have not filed proof
of adequate financial responsibility, it is possible that there nay
not be funds available to conpensate those entities in the event
they suffer financial injury as a result of their business dealings
wi th Respondents. Moreover, failure to prevent Respondents from

hol di ng thensel ves out as OTIs would allow them to operate their

businesses in direct contravention of the Shipping Act. The
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Conmi ssion therefore cautions Respondents that if they continue to
do business in the United States without first obtaining the proper
OTI licenses they will be in violation of this Order and subject to
penal ties under section 13 of the Shipping Act.

THEREFORE, |IT IS ORDERED, That the licenses or provisional
licenses of the entities listed in Schedules A, B, and C of this
Order are revoked for failure to conply with section 19 of the
Shi ppi ng Act of 1984, as anended, and 46 CFR Part 515;

IT IS FURTHER ORDERED, That the entities listed in Schedul es
A, B, C and D of this Oder cease and desist from operating as
ocean transportation internediaries, including publication of any
tariff in the foreign trade of the United States, for failure to
conply with sections 8 and/or 19 of the Shipping Act of 1984, as
anended, and 46 CFR Parts 515 and 520;

IT IS FURTHER ORDERED, That the Bureau of Consumer Conplaints
and Licensing issue new licenses to the ocean transportation
internmedi aries that have conplied with the statutory requirenents;

IT IS FURTHER ORDERED, That this Oder be served upon
Respondent s;

FINALLY, IT IS ORDERED, That this proceeding isAjiigpntinued

VA

Bryant L. VanBrakle
Secretary

By the Conm ssion -7
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SCHEDULE A

Agency International Forwarding, |Inc.
Air & Sea Inc.

Al ntorp Project Transport, Inc.

Aut o Overseas Ltd.

Chin, Johnnie C. F. d/b/a J C Express
Excel Shi ppi ng Corp.

Federal Warehouse Conpany

Frontier International Forwarders, Inc.
Hopki ns, James E. d/b/a Hopkins Services
International Trade and Logistics, Inc.
Maurice Pincoffs Conpany, Inc.

P. H Petry, Conpany, Inc.

S. h. r. Enterprises, Inc.

s. t. s. International, Inc.

Treset Corporation

SCHEDULE B

A |I. F. Services, Inc. d/b/a Agency International Forwarding,
Airlift Container Lines, Inc.

Al batross Shi pping Inc.

Andreani Corporation

Auto Export Services North Anerica, Inc.

Bl ackbird Line, Inc.

I nc.
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Calico Equipment Corp. d/b/a Qobal Equiprent
Cargo Maritine Services, Inc.
Century Express, Inc.
Continental Shipping & Trading Inport-Export,
Continental Van Lines, Inc. d/b/a Continental
Denali International, Inc.
Dukes System Cor p.
Expl oit Express Freight Inc.
Feith, Cornelis J. d/b/a Tiger Express
Fornerica Consolidation Service, Inc.
Hem sphere International Shipping, Inc.
Inter-Anerican Freight Consolidators, Inc.
International Distribution, Inc.
International Transport Agency d/b/a |.T.A
Iris Enterprises Corp. d/b/a Iris Cargo
Johnson Storage & Mving Co.
Landstar Ranger, Inc.
Loa Int'l (USA) Transport Co. Inc.
Nador Shi pping Corporation
Navi era Mundi al 1nc.
Ccean Pacific Lines, Inc.
Qg International (USA) Co., Inc.
Roberto Bucci (USA) Inc.

Rol i nes Shi ppi ng Cor p.

Transport

I nc.

I nt er nati onal
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Sanchez, Carlos B. d/b/a R & S Trading
Seamax, |nc.

Transbridge International, Inc.
Transneftegazstroy America, Inc.

Wrld Mrine Services Domnicana, LLC
Wrld Wde Cargo Logistics, Inc.

Yel | ow Freight System Inc

SCHEDULE C

Alrod International, Inc. d/b/a Alrod Ccean Conpany

Posei don Freight Forwarders, Inc. d/b/a Poseidon Line

SCHEDULE D

Unitrans Shipping & Air Cargo Limted

APPENDI X 1

Advant e Custons Broker and Freight Forwarders |Inc.
Allied International N A, Inc.

C & F Wrl dw de Agency Corp.

Cargo Transport, Inc.

Centra Worldw de Inc dba Cw Container Line
Con-Way Internodal, Inc.

Deugro Ccean Transport, |Inc.

Intermare Agency Services, |nc.

i
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" J.C. Express of Mam, Corp.

M1l enium Logistics Services, Inc.

Cceanic Freights, Inc.

Pagoda Cont ai ner Line Corp.

Prof essional Cargo Services Int'l Inc.

Sea Expo Freight Services, Inc.

Seajet Express Container Line Ltd. dba Gateway Container Line

Sunmar Shi pping, Inc. dba Sunmar Al aska Service

Tai un Company (U.S.A) Inc.

Time Definite Services, Inc.

Trans-Alliance Int’l Fwdg. Co. dba Nova Ccean Line

Transpo Service, Ltd.

Uni verse Freight Brokers, Inc. dba Seacarriers

Victory Van Corporation dba Victory Van International

APPENDI X 2

Bul kmatic Transport Conpany
@ul f South Forest Products, Inc.
Manna Freight Systens, Inc.

Sea-Land Logistics, Inc.



